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Taxes—What for and on Whom al ee 


Our national government's expenditures during the current fiscal year (ending June 30, 1952) are ex- 
pected to reach $70 billion; for the following year, $90 billion. What for? Where’s the money com- 
ing from? These questions have moral as well as economic, social, and political. implications. 


The payment of taxes is not usually counted among 
the privileges and pleasures of life. None of the various 
efforts to render the operation painless has been notably 
successful. We all—or nearly all—agree in principle to 
the necessity of taxes for the support of government. Even 
those who insist that government is naturally and eternally 
the enemy of the people—as some do in the press and on 
the platform—recognize that we get some benefits from 
the “extortions of government.” Obviously taxation yields 
benefits, as well as imposes burdens. Many, or perhaps 
most of us, however, are inclined to regard any benefits 
we derive from government as somewhat short of our just 
due, and to feel that our personal or group burden of taxa- 
tion should be borne mainly by other individuals or eco- 
nomic groups. There is evidence, also, of waste in gov- 
ernment expenditures. 

The greater part of federal expenditures now consists 
in payment of the cost of past wars and their aftermath, 
and for protection against a possible future war. Thus the 
direct, present, tangible benefit from the taxes an individ- 
ual or corporate taxpayer pays is somewhat obscure. In 
the midst of a war or other recognized emergency the 
questions what for and where the money will come from 
receive less popular consideration. But the emergency we 
read of, the “cold war,” seems (except to those who have 
sons or other relatives in Korea or bound thither) more re- 
mote than the emergency of the increased cost of living—or 
the emergency of the quadrennial national political cam- 
paign already under way. We do our everyday tasks as 
usual, and “business as usual” still goes on throughout the 
nation. Why, we ask, should our Congress and the “bu- 
reaucrats” in Washington pile more taxes on us than ever 
before in our history? 


In 1939, it is recalled, a proposed federal expenditure 
of $4 billion for highways, conservation, hospitals, ete. 
was bitterly opposed because it would lead to ruin and na- 
tional bankruptcy. But within the past ten years our fed- 
eral government has spent more than $570 billion, collect- 
ing from the people over $350 billion and adding more than 
$200 billion to the national debt. And, in spite of the wast- 
age of vast resources in war, and the assumption of cost- 
ly new international obligations, the standard of living of 
the people has reached a new high level and the distri- 
bution of income has changed measurably in favor of the 


lower-income groups. Whether or not the great growth 
in economic strength has been matched by social and moral 
progress is not so readily determinable. We shall hear 
much about it, pro and con, during this leap year, which 
signalizes our quadrennial leap into a national political 
campaign. 
Meanwhile, let us look at our tax situation. 
Where the Money Is Going 


It is estimated that the national income (the sum of 
all payments to individuals and businesses) for the cur- 
rent fiscal year will be about $290 billion; the gross na- 
tional product (G.N.P.—the sum total of finished goods 
and services produced in the country), about $325 billion ; 
the expenditures of the federal government, about $70 
billion, of which $60 billion or more will be covered by 
taxes, but other government income, according to some 
estimates, may nearly make up the difference. The values 
represented by these figures—income, taxes, and expendi- 
tures—are in current dollars and so not comparable with 
the same data for other years, but the proportions are fair- 
ly comparable. The expenditure will probably be about 22 
per cent of G.N.P. In the fiscal year 1940, before the 
defense program was started, the G.N.P. was $98 billion 
(national income $78 billion) ; federal government expen- 
ditures were $9 billion, or about 9 per cent of G.N.P. 

State and local government expenditures also have in- 
creased since 1940, in spite of substantial federal aid. In 
that year they amounted to about $10 billion ; in 1952 the 
estimate is about $19 billion. So the ratio of total tax re- 
ceipts (federal, state, and local) to G.N.P. was in 1940 
about 20 per cent; in 1952 it may reach near 30 per cent. 

The federal government expenditures for the current 
fiscal year are expected to include about $50 billion for 
defense and related items, including $6 billion for foreign 
aid; $6 billion for interest on the public debt; $5 billion 
for veterans’ services and benefits ; $3 billion for various 
fixed and continuing charges; and about $6 billion for 
other non-defense items. This is a rough estimate, since 
the fiscal year does not end until June 30, but it furnishes 
a general idea of where the money goes. 


Principles of Taxation 


The principles that seem to be applied by the legislative 
bodies of democratic governments in the kinds of taxes 
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levied are fairly familiar. Tax legislation reflects them in 
varying compromises and combinations. It may be well to 
review briefly these principles, or considerations, to en- 
courage recognition of the moral issues that are mixed 
with the economic, social, and political issues involved. 

1. The taxes should be sufficient to support those serv- 
ices which the people wish their governments to undertake. 

This principle raises the question whether or in what 
circumstances government, like a private corporation, may 
properly incur a deficit, borrowing to meet an unforeseen 
emergency or to spread the cost of a capital investment. 
National, state, and local governments incur public debts. 
The greater part of our present national debt was incurred 
in carrying on two world wars. The cost of some dur- 
able projects like those on the Columbia and Tennessee 
Rivers also involved some deficit spending. States and 
their political subdivisions likewise incur debts for water- 
works, highways, school houses, etc. The pay-as-you-go 
practice, however, is normally preferred for projects pro- 
ducing durable public assets but not financially self- 
liquidating, since new needs arise year after year, and 
interest on an increasing public debt, of course, requires 
increasing revenue. 

2. Taxes should be apportioned fairly among the people 
according to ability to pay. 

This is the most generally accepted principle in mod- 
ern taxation. It is applied to taxes on property, incomes, 
and spendings. It was assumed in earlier days that the 
value of property owned was a fair measure of ability to 
pay, and states and local units depended largely for their 
revenue on visible property. Many people, however, own 
property in forms not as visible to the tax collector as is 
real estate or live stock or a mill, and more readily mov- 
able. And properties of equal value may differ widely in 
producing income or ability to pay. The property tax has 
not been used by the federal government and is no longer 
the main dependence of many state governments, but local 
governments have no other important source of support 
left to meet the cost of services required of them, unless 
subsidized to some extent by state or national govern- 
ment. 

A graduated income tax conforms most closely to the 
ability-to-pay principle. As the margin increases between 
one’s income and the amount required for recognized ne- 
cessities, the ability to contribute to the support of gov- 
ernment normally rises, so that a tax of 5 per cent on 
a gross income of $10,000 is presumably less of a burden 
and reduces the taxpayer’s consumption less than an 8 
per cent tax on a gross income of $2,000. There is no 
similar graduation of the corporation income tax on in- 
comes above $50,000, but an excess profits tax is added 
when profits increase beyond the level of some previous 
period. A corporation’s necessary costs may increase in 
the same proportion as its income, justifying the uniform 
rate of taxation. 

Many objections are raised to the corporation tax on 
grounds of equity and expediency. The net income taxed 
includes dividends to stockholders, which are likewise sub- 
ject to the personal income tax. The objection implies that 
the corporation tax is not shifted to consumers of the 
goods or services the corporation may provide, but is borne 
by the corporation. On the other hand, critics of the tax 
(sometimes the same critics) object also that it must be 
added to the costs of operation and so is shifted to con- 
sumers as “hidden taxes.” It has not been determined how 
much is shifted and how much is not. There are many 
complications involved in the corporation tax system, in- 


cluding what seem to be valid objections to the present 
law ; but it is not expected that the corporation income tax 
will be omitted in any reform of our tax system. 

In addition to federal taxes are the moderate taxes now 
levied by 31 states on individual incomes, and by 32 on 
corporation incomes. 

The federal government, all states, and some cities now 
tax also spendings in the form of either retail sales taxes 
collected by dealers for the government or manufacturers’ 
excises reflected more or less (and often “pyramided”’) 
in prices paid by consumers. To some extent these taxes 
are based on the ability-to-pay principle, in that the fed- 
eral taxes are supposed to be restricted to “luxuries” 
and in fact do not include food, clothing, and some other 
necessities; and some states also are selective in their 
sales taxes. Both federal and state governments derive a 
substantial revenue from the motor vehicle and gasoline 
taxes. 


The estate and gift taxes, on account of exemptions 
($60,000 on an estate) and graduated rates, follow the 
ability-to-pay principle. The customs tax, of course, does 
not. 

3. Taxes should be proportionate to benefits received. 


This principle conflicts broadly with others, but is prop- 
erly applied in some types of taxation; for example, fran- 
chises or licenses, assessments on realty, and fees for spe- 
cial services. They are theoretically applied in the excise 
tax on gasoline, which is supposed to be used for construc- 
tion and maintenance of highways and are so used in part. 
The social security tax provides the benefits of collective 
insurance by spreading the risk. But, in the main, the 
benefits of the multitude of services paid for by taxation 
cannot be used as a measure of the liability of the tax- 
payer. The bachelor may pay a far greater tax for the 
support of schools than the father of six children—but if 
supported on the basis of such direct benefit, the schools 
would have meager sustenance, and the social consequences 
would affect us all. 


4. Taxes should be adapted to the convenience and cost 
of collection, and to their acceptance by public opinion. 


It might seem juster that all persons should be required 
to pay an income tax, however small, than that some mil- 
lions should be exempt on account of low incomes. Per- 
haps it would increase the sense of participation and re- 
sponsibility of the families now exempted. Such exten- 
sion of the income tax, however, would be costly to col- 
lect, and has not been attempted in this country. Various 
other taxes reach all the people, and the income taxes 
reach indirectly those who are exempted. 

The old adage that the ideal tax should “pluck the 
most feathers with the least squawk” is not an outgrown 
principle of taxation. No tax-levying legislature ignores 
it, especially in a democratic country, where taxes are 
levied by responsible representatives of the people. When 
highly organized pressure groups exert so strong an in- 
fluence on many legislators, directly and through subsi- 
dized “committees” or “councils,” the conflict of pressures 
often brings about compromise. We are perhaps fortunate 
that the sensitiveness of public opinion to taxes tends to- 
ward approximate justice. The success of a tax system 
in a democratic society depends largely on the cooperation 
of taxpayers—their general acceptance of the distribution 
of the tax burden as tolerably intelligent and approximate- 
ly fair (though, of course, with some exceptions) and 
their recognition that the use of the revenue on the whole 
serves the general welfare. 


| 


5. Taxes should be planned and appraised as to their 
effect, both short-run and long-run, on the economic con- 
ditions of the country (or, in the case of state and local 
taxes, of those areas). 


The portion of the national income diverted each year 
from private to public spending has increased greatly— 
from about 10 per cent in 1901 to more than 30 per cent 
in 1951. These figures are the totals of expenditures of 
national, state, and local governments. Of course most of 
the taxes to meet these expenditures flow back into the 
stream of private spendings and savings, but the diversion 
has important effects on our economic life, changing the 
channels of the flow. 

Taxes “for revenue only” are no longer existent. The 
amount diverted each year, even though temporarily, from 
private spending or saving to public spending is so large 
that it substantially affects employment, incomes, saving, 
investment, production, consumption, trade, prices, and 
other economic factors. Therefore taxation is planned 
more or less with reference to these effects. So it was, 
indeed, in the early history of the nation. The protective 
tariff is a notable example of the considerations we have 
mentioned. Taxation may be used to check inflation, to 
stimulate or protect business enterprise, to spread pur- 
chasing power, to promote saving—or the reverse. The 
economic effects, for better or worse, may be far-reach- 


ing. 
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6. Taxes should be planned and appraised also as to 
their effect, both long-run and short-run, on social welfare 
(which also, of course, involves economic factors). 

One function increasingly advocated is to redistribute 
wealth to the extent of limiting undue concentration of 
wealth and income. The estate tax is an example; so is the 
income tax in its progressive aspect. Another function is 
to promote equalization of opportunity. Taxation has be- 
come customary for support of public education for pro- 
tection of health, for various types of “social security,” 
for public housing, and for other “welfare” purposes. 
These functions of taxation are often denounced as “so- 
cialistic” (as they perhaps technically are), but they seem 
to have gained strong and increasing popular support. 
Incidentally, the “welfare state,” within the limits of re- 
sources available and without unnecessary centralization, 
is defended by many economists as justifying itself eco- 
nomically, as well as socially, and strengthening the pri- 
vate enterprise system. Others see the expansion of wel- 
fare activities by the federal government, or even by state 
and local governments, as restricting private enterprise, 
menacing individual freedom, and leading down the “road 
to serfdom.” The balance between voluntary and govern- 
mental activities in this field continues, apparently, to be 
determined more by expediency than by any dogmatic at- 
tachment. 


The second part of this discussion will appear next week. 


The South—Changing and Unchanged 


Striking evidence of the changes now taking place in 
the South was given recently in two feature articles in the 
New York Herald Tribune, one by a white reporter, the 
ether by a Negro who describes himself as an “expatriate 
Southerner.” 

Negroes in White Colleges 


Henry Lesesne, the white reporter, whose article in that 
newspaper appeared on December 31, 1951, describes the 
trend away from segregation in education. Twenty private 
white colleges, universities, and theological seminaries! in 
the South and the border states now accept Negro stu- 
dents, at least on the graduate level. It is interesting to 
note that all but four of these are church-related insti- 
tutions, and Berea has a Congregational Christian back- 

round. They are Presbyterian U. S., Southern Baptist, 

ethodist, and Roman Catholic. Not listed here is the 
Virginia Theological Seminary (Protestant Episcopal), 
Alexandria, Va., which accepted Negro students last fall. 
In addition the Synod of the Fourth Province of the Epis- 
copal Church (Southeast and South Central) recom- 
mended last fall, “without any spoken opposition,” that 
the theological school at Sewanee, Tenn., should be opened 
to Negroes. White state universities in most of the South- 
ern states now admit Negroes on the graduate or profes- 


1The list follows: Columbia Theological Seminary, Decatur, 
Ga.: Berea College, Berea, Ky.; Nazareth College, Louisville; 
Southern Baptist Theological Seminary, Louisville; New Orleans 
Baptist Theological Seminary, New Orleans; Southern Methodist 
University, Dallas; Wayland College, Plainview, Tex.; Austin 
Theological Seminary, Austin, Tex.; Southwestern Baptist Semi- 
nary, Fort Worth, Tex.; Union Theological Seminary, Richmond, 
Va.; Johns Hopkins University, Baltimore; St. John’s College, 
Annapolis, Md.; The Catholic University of America, Washington ; 
St. Louis University, St. Louis; Dunbarton College of Holy Cross, 
Washington; American University, Washington; Loyola Univer- 
sity, New Orleans; Ursuline College, Louisville; Louisville Theo- 
logical Seminary, Louisville; and Washington University, St. Louis. 


sional level though some states in the Deep South still re- 
fuse to do so. 


It is expected that the list of private colleges admitting 
Negroes will grow larger as trustees become assured that 
this will not worsen their financial situation. Mr. Lesesne 
comments: “There is usually ready acceptance on the 
part of students and faculties. The pressure which is 
changing the pattern is the stand increasingly taken by 
churchmen that there is no moral ground on which to con- 
tinue the policy of segregation in the field of higher edu- 
cation.” 


In Georgia it is expected that an appeal will be taken 
to federal courts to force the University of Georgia to ad- 
mit a Negro to the law school. If this occurs the law school 
may be turned over to a private body entirely separate 
from the State University. A law adopted in 1951 makes 
this possible. A similar suit is planned in South Carolina 
where United States District Judge Waring of Charles- 
ton ruled some years ago that the Negro law school at 
State A. and M. College provided equal facilities for Ne- 
gro students—commenting at the same time that it was 
a “fantastic” extravagance. The new suit will probably 
concern a graduate course at the University of South 
Carolina. 

North Carolina already has an accredited law school 
for Negroes which has students from states where there 
is no segregation. The state has decided to admit Negro 
students to white graduate schools for courses not offered 
in the Negro schools. The state has accepted Negro stu- 
dents for the law school, the state medical school, and a 
Ph.D. course in Spanish. At the same time graduate fa- 
cilities are being improved at the Negro state college. 

Louisville, Ky., has closed its segregated municipal col- 
lege and admits Negroes to all undergraduate courses at 
the University of Louisville. Arrangements were worked 
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out for the faculty of the Negro college which seem to 
be satisfactory. One Negro was appointed to the Univer- 
sity staff. Negroes have been appointed to the state school 
boards in both Kentucky and North Carolina. 


A Negro Speaks 


William Brower, a reporter for the Toledo Blade, de- 
scribes the changes as they appear to a Negro, in the 
Herald Tribune for January 3. After wide travel through 
the South he comments that the “sinews of segregation in 
the South are being steadily weakened.” “Negroes are no 
longer scared of white folks” in South Carolina. At the 
same time he found “too many reminders of the past” 
to make his stay in the South pleasant. 


_ In Charleston, S. C., he attended the federal court hear- 
ings to test the validity of segregation in the public schools. 
The parents who brought that case to the court “defied 
intimidation, risked loss of jobs, ignored the scorn of their 
white neighbors.” Shortly before that hearing was held, 
465 Negro high school pupils in Farmville, Va., stayed 
out of school for two weeks in a protest against the in- 
ferior facilities in their school. That case will also be taken 
to the federal courts. 


In most Southern cities Mr. Brower did not stay in 
white hotels or eat in white restaurants. He sat at the 
back when riding in buses. He did not enter the main 
public library. He used “Colored” facilities in public 
places. Yet in most cities in North Carolina and Virginia, 
and in Nashville and Little Rock he had no difficulty in 
hiring a taxi. In many cities limousine service was avail- 
able at the airport. In Amarillo, Tex., “not an eyebrow 
was raised” when he entered the public library. In Nor- 
folk, Va., there was no segregation at the airport. The 
writer sat in the front in buses in Louisville, Ky. Yet 

many department stores” in Louisville, Baltimore, and 
Dallas do not serve Negroes. 


School facilities for Negroes are vastly improved, 
though “in the main” Negro schools are still “woefully 
inferior.” There is “reason to doubt that the Southern 
states have the resources to equalize.” 


At the University of Oklahoma where the first Negro 
student “separated from his classmates by a railing” was 
admitted to the graduate school in 1948, Mr. Brower 
found “not the faintest sign of friction.” There are now 
more than 250 Negro students. 


There is “a general rise in the Negro economy... . 
Much of the Negro wealth is concentrated in the South. 
A high percentage of the 900,000 to 1,000,000 Negro- 
owned homes are in Southern cities and rural areas. Mor2 
than 75 per cent of the 200 Negro insurance companies, 
hurial associations and fraternal benefit societies—largest 
single Negro business—are found in the South. One of 
the most important segments of Negro wealth is churches ; 
Negroes are prolific owners of automobiles; there are 
fourtecn Negro banks; there is a Negro-owned radio sta- 
tion in Atlanta which employs both races. Negroes are 


owners or part owners of 186,000 farms averaging seventy- 
eight acres.” 


But Negroes are still excluded from many types of 
work, There are “major gains” in municipal jobs. The 
Negro vote is now important though the majority of Ne- 
groes still “suffer from political intimidation or are de- 
prived of the ballot.” Among the cities with Negro coun- 
cilmen are Winston-Salem, N. C., Richmond. Va., Fay- 
etteville, N. C., Greensboro, N. C., and Nashville. 5 


Mr. Brower lists three white women most “consistently 
devoted to Negro rights”: Lillian Smith, Mrs. Elizabeth 
Waring, wife of Federal Judge J. Waties Waring, and 
Mrs. M. L. Tilley. Of the latter two, he comments: 
“Mrs. Waring is an advocate of the shock treatment in 
race relations ; mild-mannered Mrs. Tilley ... has a calm 
approach and is a staunch believer in the Christian influ- 
ence.” Such allies “are increasing all over the country. 
... Years ago the N.A.A.C.P. and Urban League were 
virtually alone in tackling many Negro problems. Now 
there are state and local commissions or agencies ; beyond 
these public instruments, there are hundreds of private 
organizations concerned with the same problems. And 
newspapers are playing a friendly role.” 

Many Negroes are beginning to realize that responsi- 
bilities come with opportunities. The grave problem is 
how to “strike a pace that a region clumsily ridden with 
hate, and over which the past hovers ghostlike, can stand.” 
Negroes want equality now. 


A Catholic Hospital With Negro Nurses 


Last spring St. Francis Hospital in Charleston, W. Va., 
hired three Negro nurses. Twenty white nurses demanded 
that they be discharged, and resigned when the request 
was refused. There were left only six nurses—three white 
and three Negro—to care for 140 patients. But the Sis- 
ters in charge of the hospital stood their ground. Nurses 
were flown in from other parts of the country, America 
notes in its issue for December 29, 1951. The three white 
nurses are still there. The superintendent of the hospital is 
reported as saying that relations had never been “so friend- 
ly and cooperative either among the nurses as a group, or 
between nurses and patients and between nurses and doc- 
tors. More local doctors have joined the staff.” 


National Council on Lawlessness in Florida 


Yet the length to which racial bitterness can still go is 
shown by the recent shocking events in Florida. Late in 
November the two prisoners for whom a new trial was 
ordered by the U. S. Supreme Court last spring (See 
INFORMATION SERVICE for April 21) were shot by the 
sheriff in a lonely spot. One was killed and one wounded. 
The sheriff was exonerated by the Coroner’s jury. More 
recently a Negro housing project and Jewish synagogues 
have been bombed. An attack on a Catholic Church failed. 
On December 26 the home of Harry T. Moore, a Negro 
active in the state NAACP, was bombed. He was killed 
outright. His wife has since died. 

On December 3, 1951, Bishop Sherrill, president of the 
National Council of Churches, wrote to Governor Fuller 
Warren of Florida urging a full investigation of “every 
fact pertinent to the events which have occurred and to 
prosecute any officer of the law who is found to have vio- 
lated his trust... . As Christians and as Americans we 
urge you to press for the truth in this case.” On Decem- 
ber 3 a telegram was sent to President Truman by Dr. 
Samuel McCrea Cavert, general secretary of the National 
Council, urging the President “to order an investigation 
by the Federal Bureau of Investigation of recent inci- 
dents of flagrant lawlessness in the State of Florida,” and 
to direct the convening of a special grand jurv “to con- 
sider the facts uncovered by the investigation. The Chris- 
tian conscience is shocked by such disregard for human 
life as is evidenced in Florida... . A decent concern for 
our fellow men lays on the government a moral as well as 
legal responsibility to take appropriate action to redeem 
the good name of America.” 
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